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Enterprise Networks and Tourism Division

Enterprise and Lifelong Learning Department

The Scottish Executive

4th Floor, Meridian Court

Glasgow, G2 6AT

Dear Brian,

SCDI Response to the Joint Performance Team - Measuring Scotland's Performance towards Smart, Successful Scotland Consultation

SCDI is supportive of the attempt to set benchmarks and continuous measurements of progress for the Enterprise Network as it aims to fulfill the goals outlined in Smart, Successful Scotland. In principle, the measurements should help to provide an audit of the effectiveness of activity and therefore an indication of where the future allocation of public finance and resources in economic development might be best placed.

There are however the two fundamental problems of scale and attribution and the related link to meaningful measurements of performance which we are sure the Joint Performance Team (JPT) also fully recognises. SCDI is aware and supportive of the Network’s significant contribution to economic development in Scotland. However, the link between Network activity and such broad, macro-economic measures as Output per Head and Employment Rate or even micro-economic measures such as Proportion of High Growth Firms may simply be too tenuous to meaningfully assess. 

That is not a criticism of the Network activities, or the desire to measure their performance, but an acceptance of the scale of recognised economic patterns such as the general business cycle or globalisation. These are patterns outwith the control of the UK, Scotland or the Networks. For example, which has more influence on the Scottish Employment Rate – a sectoral or global downturn (or upturn) in the economy or the activities at micro-level of the Networks? The recent problems in the electronics sector are a clear example of the limitations to domestic action.

This is clearly a question of scale but it remains crucial to a consultation on measurement.

The Joint Performance Team must address these issues of scale and attribution. Thirty-six indicators are too many and it may even be necessary to pilot just two or three potential indicators for a fixed time period before assessing their validity and then eventually setting out a full-scale measurement exercise if that is deemed worthwhile.

For the purposes of addressing this consultation, SCDI has set aside these very serious reservations in an attempt to provide constructive comment on the questions the JPT has asked at this stage.

Of course it also remains important to recognise that many other organisations in Scotland, outside the Enterprise Networks, participate in and place their own resources towards economic development activities. Wider changes in economic development policy based on the suggested indicators must therefore take into account that the Enterprise Networks are not the sole actors in facilitating Scotland’s economic development.

Our further key points would be that –

1. The consultation paper proposes thirty-six indicators covering twelve measures. This should be re-examined with a view to dramatically reducing the number of indicators.

2. The main effort for the Enterprise Networks in data collection should be towards providing indicators that concentrate on directly measuring the performance solely of the Network. This will help to avoid double-counting or incorrect attribution of success or failure to the Network. 

We have provided a short paper overleaf which discusses the more specific issues on which the Scottish Executive has sought comments and this provides the detail of our response.

I would of course be happy to discuss the response with you in more detail if that would be helpful. In the meantime, SCDI looks forward to participating in the further stages of policy development on the issue.

Yours sincerely,

Roland Diggens,

Policy Analyst  

Joint Performance Team - Measuring Scotland's Performance towards Smart, Successful Scotland Consultation

SCDI Response to Specific Questions raised in the Consultation.
Proposed Approach :

Q1 - Does the “one lead plus two support measures” approach provide a sufficiently rounded picture of progress?

In order to provide both focus and prioritisation to the Network’s activities, SCDI would support a reduction in the number of indicators to one lead and one support measure. This would cut the initial data collection effort and allow data collection and analysis work. That would signal both a priority of measurement effort and act as a further signal to Network staff and partners that the long term goals for the Networks, as outlined in Smart, Successful Scotland, were both prioritised and consistent. In short, measure only the activities linked to priority objectives. 

Q2 - Is the right balance struck between individual indicators and indexes made? Indexes offer the benefits of a more rounded picture, but can also obscure important changes in key indicators.

Our view here is that the aim should be towards consistency with international comparators, such as the OECD Indicators, and this would guide the balance between measurement indicators and indexes.

Q3 - Will this measurement approach be appropriate to the partnership approach that is so important to the networks?

SCDI agrees that the partnership approach is essential in taking forward Smart, Successful Scotland. However, in this consultation the task is measuring the Network’s activity. Therefore, measurement should concentrate, where possible, on areas where Network activity can be discretely measured. That should help reduce incorrect attributions of positive / negative change in any given measure to Network activity alone.

The Joint Performance Team (JPT) and the Networks will however require a sensitive touch, as they set about measuring their activities, in order to maintain the essential support of partners.  Any attribution of success or failure must retain the flexibility (and willingness) to include acknowledgement of the contribution of partners.

Q4 – Have the cross-cutting issues identified in Smart, Successful Scotland been given enough attention in the proposed approach. If not, how could this be captured without overly complicating the approach or unbalancing it?

Although capable of integrating the general thrust of policy on cross-cutting issues into their activities, and having developed some capacity or partnerships to do so, the Networks main task lies in the area of economic development. Allowing for the importance of Network focus on economic development activity, SCDI supports the phrasing in Smart Successful Scotland that the Networks should also be “particularly aware of impacts on cross-cutting Executive strategies”. 

The basket of measures and indicators currently suggested does go some way towards addressing and measuring the Network’s wider impacts on certain cross-cutting issues such as social justice and transport. Not surprisingly, it appears to have more difficulty in addressing others such as sustainability and equal opportunities. 

It is likely that there will be a continuing tension between measuring Network effectiveness in economic development and the Network’s wider impacts on cross-cutting issues. SCDI would suggest the resource effort of measurement is directed principally to measuring the core activities of the Networks as outlined in Smart, Successful Scotland, not towards measuring wider policy outcomes as represented by the cross-cutting issues.

Proposed Measures and Benchmarks :

Q5 – Do the measures proposed adequately reflect the ambitions of Smart, Successful Scotland? If not, what would be better?

The measures proposed would certainly provide some insight into the Scottish economy and they do link to the goals and objectives outlined in Smart, Successful Scotland. This is perhaps the key area of the consultation which might touch on the aforementioned problems of scale and attribution but does not.

SCDI recognises that generating the current basket of potential indicators required a great deal of effort and thought but would question whether the indicators can be so directly attributed solely to Network performance. SCDI suggests that a small group of indicators, which might more closely be attributed to Network activity, could be piloted before a larger scale exercise.

In attempting to link Network activity with measurable performance indicators, SCDI would suggest the following amended pilot indicators provide the clearest links from the basket offered in the consultation.

Growing Businesses - Entrepreneurial Dynamism and Creativity

1
New business starts per capita assisted directly by the Small Business Gateway
Growing Businesses - Commercialisation of Research and Innovation

2 Number of Academic Spinouts assisted directly by the SBG or other Network programme
3 Number of Scottish developed Patents licensed for use in Scotland

Global Connections - Involvement in Global Markets

4 Number / Proportion of Scottish Employers currently exporting who have received substantive assistance through STI (now Scottish Development International)
Global Connections - Globally Attractive Location

5 RD&D related FDI jobs attracted by LiS (now Scottish Development International) as a share of total FDI employment

Skills and Learning - Improved Demand for high quality in-work training

6
Number of, and employment in, Investors In People accredited companies 

Q6 – Will these measures proposed give the right strategic steer to the Networks?

SCDI believes that a reduction in the number of measures, and a closer alignment of the indicator to the targets outlined in Smart, Successful Scotland as outlined in Q1 and Q4 above, would assist in clarifying the strategic steer given to the Networks.


Q7 – Is the focus on relative international progress, as opposed to absolute progress in Scotland, appropriate?

SCDI believes this to be the case because of the relative openness of Scotland’s economy to trade and investment. These factors draw Scotland firmly into the ongoing globalisation of markets and it is therefore more enlightening for policymakers to compare performance with international competitors than simple domestic performance changes from year to year. However, much of the consultation paper concerns benchmarking Scotland's performance against international competitors, most likely OECD countries, but there remains a tension between measuring the Network’s performance and the total Scottish performance.

Taking the "new business starts per capita" supporting indicator as an example, the OECD figures would show how many start-ups there were in Hungary in, say, 1999. If we focus only on the Networks’ activity, we would count only those start-ups that are attributable to support from the Networks. There will, of course, be many other start-ups in Scotland which derived their support purely from the banks for example. Indeed, Scotland, as a whole, could be performing well and still there wouldn't be an accurate picture of the Network’s performance within this overall environment of new business support. Are the JPT proposing to have two figures for Scotland when generating these comparisons - one for Scotland as a whole, and another for the Enterprise Network’s results alone? 

Q8 – Is the proposed aspiration to match the top quartile of OECD countries sufficiently ambitious, yet at the same time realistic?

SCDI would support this aspiration and accept the argument outlined in the consultation document that Scotland’s benchmarks, once identified, may well be spread across the quartiles. For some indicators, the aspiration might be the top half of OECD performance in order to provide a realistic potential attainment in the medium term. Our comment here is closely related to the choice of potential comparator countries in next question. 

Q9 – Are the OECD countries the most appropriate benchmark?

SCDI has argued for some time that Scotland must invest in collecting economic statistics that are internationally comparable and the ideal outcome would be comparisons with the thirty other OECD member countries. Although it remains hugely important for Scotland to be aware of its comparative position in the UK, and in the Single Market of Europe, further accurate, reliable and robust statistical comparisons with a wider international group remains the best yardstick for measuring economic performance.

The membership of the OECD does provide a balance but we have some concerns that potentially key competitors to Scotland, especially in the Knowledge Economy, are not included in the OECD. 

For a fuller, 360( perspective it would also be prudent to look at the performance of the current or next generation of likely competitor countries not included in the OECD. SCDI would suggest that these include India, Singapore and China from Asia and Estonia and Latvia from the group of EU Accession countries.

The question remains however on whether the JPT can devise indicators that fit both OECD standards and directly assess Network activity alone.

Further Points -

In the interests of international co-operation it may well be possible for the OECD to second a member of their staff to the Joint Performance Team, Executive or Networks in order to assist and facilitate the collection of comparative statistics based on OECD best practice. SCDI would recommend that the Executive should contact the OECD and investigate the possibility of a secondee for this initiative.

Although the JPT consists of Scottish Executive, Scottish Enterprise and Highlands & Islands staff and the joint aim is improved attribution and measurement, SCDI would recommend a division of labour on the initiative. This would allow the Executive to work mainly on developing international comparators and the Networks to work on developing direct performance indicators of their activities. SCDI believes that, due to the sensitivity surrounding statistical data collection and the relationship between Government and Agency, this is a more appropriate arrangement between the Executive and the NDPBs involved. This arrangement would not preclude the JPT from jointly assessing results or strategy. Rather it would allow the respective partners to move forward at their own pace and scale.

Roland Diggens,

SCDI
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